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DIRECTORS’ REPORT 


To the Shareholders, 
GUNNAR MINING LIMITED 


The Board of Directors submits herewith the Annual 
Report of your Company and its subsidiaries, together 
with the consolidated balance sheet and related financial 
statements for the year ended December 31, 1964, and 
the report of your auditors. 


Financial 


In presenting the Annual Report for 1964 your 
Directors regret having to record a consolidated net loss 
of $5,924,000, equivalent to $1.36 per issued share. The 
comparative figures for 1963 were a net profit of 
$5,426,000, equivalent to $1.25 per share. 


J 


The financial results of the two divisions can be 


summarized as follows: 


Mining Construction Total 
Operatines profit doss). before —————— 
the undernoted items .......... $1,696,583 ($5,743,713) ($4,047,130) 
Gain on disposal of fixed 
ASSCUS# fice: eee 674,171 454,651 1,128,822 
Financial income (expense) ... 1,031,133 ($1,695,250) ( 664,117) 
$3,401,887 ($6,984,312) ($3,582,425) 
Less: depreciation ..................... 178,003 2,332,167 2,510,170 
exploration .........e 537,348 537,348 
provincial mining 
TOVANGY | icseeuen tee ee: 191,024 191,024 
Profit (loss) before taxes and 
minority interests ................ 2,495,512  ( 9,316,479)  ( 6,820,967) 
Estimated tax recovery 
(EXPENSE)! aicudsdseehewe 1,397,066 ( 447,430) 949,636 
Minority interests in profit ...... ( 52,276) ( 52,276) 
Net profit (oss) ..........0....0005 $3,892,578 ($9,816,185) ($5,923,607) 


This loss was the result of setbacks suffered by your 
wholly-owned construction subsidiary, McNamara Cor- 
poration Limited, in some of its varied construction 
operations. The unprofitable projects which caused the 
major portion of the loss have now virtually been com- 
pleted and based on the work currently on hand and the 
immediate prospects in 1965, we expect that the con- 
struction arm of your Company will be a profit producer 
in 1965. 


Following our policy of not recording in income any 
claims for extras resulting from changed conditions, 
etc., no unpaid claims have been taken into account in 


| 


the loss picture of 1964. Some sizable claims are in the 
negotiation stage and these, when and if settled, will 
show in income in the year received. 


As outlined in another part of this report the net loss 
of $9,816,000 of the construction companies was after 
depreciation provision of $2,332,000. 


When it became clear that 1964 would result in a 
substantial loss, an interim report concerning the situa- 
tion was sent to shareholders last November 6. 


The strong working capital position of your Com- 
pany allowed it to absorb the loss and still maintain a 
solid financial position. Net working capital as at 
December 31, 1964, was $11,748,000. 


Sufficient investments of Gunnar Mining Limited 
were sold during the year to retire $10,000,000 of the 
bank obligations of the construction subsidiaries. This 


~ ES deemed advisable since the rate of interest of Gunnar 
== .investments is lower than the bank rate of interest on 


borrowings. Gunnar has now guaranteed the bank and 
other obligations of its subsidiary companies. 


Dividends of 50 cents per share were paid April 1 
and October 1, 1964, and dividends of 20 cents per share 
have been declared payable April 1 and October 1, 1965. 


As previously reported, mining operations and 
revenue from the Lake Athabasca uranium mine were 
concluded in 1964. 


Your Company continues to own 357,543 shares of 
Camerina Petroleum Corporation, which represents ap- 
proximately 18.5 per cent of the issued shares; $3,000,000 


of Camerina secured promissory notes; and holds an 
option to purchase 300,000 additional common shares 
exercisable prior to September 30, 1967, at prices ranging 
from $2.60 to $3.12 a share; all of which is carried on 
our books at $3,000,000. The quoted price of Camerina 
both at the year end and currently is approximately $3.25 
per share. 


Exploration 


Prospecting, exploration and examination of 
property submissions were conducted by Gunnex Limited 
throughout Canada and the Western United States. We 
also participated in a new international exploration 
venture. 


BRITISH COLUMBIA 


Reconnaissance work continued during 1964 on the 
block of mineral rights held by Canadian Pacific Oil and 
Gas Limited on Vancouver Island lying between Nanaimo 
and Port Alberni. At the year end 40 per cent of the area 
remained unmapped and 30 per cent had still to be soil 
and stream sampled. Four areas have indicated that 
additional exploration work should be done and, of these, 
the Skarn copper prospect appeared to warrant our im- 
mediate attention and a drill program was commenced 
on October 25. Drilling on the third hole was suspended 
for the holiday period and, due to excessive snow con- 
ditions, has just recently been resumed. Copper minera- 
lization has been intersected, but the main part of the 
zone, which is 1,200 feet in length, still remains to be 
tested. 


NORTHWEST TERRITORIES 


The Earl-Jack Syndicate continued to carry out its 
exploration work in an area within 50 miles of Yellow- 
knife. Prospecting in the Clan Lake area resulted in the 
staking of 40 claims in one group and 15 claims in a 
second group on which interesting results have been 
secured. Mapping and surface sampling on the main 
group has indicated a quartz stockwork, approximately 
1,000 feet long, part of which is gold-bearing. Diamond 
drilling has commenced on the property in an effort to 
define the vertical and horizontal extent of this gold- 
bearing zone. The Syndicate plans to continue the pro- 
gram of prospecting and geophysical reconnaissance in 
the same general area. 


MANITOBA-ONTARIO 


Nine groups, totalling 261 claims, were staked in 
various areas extending from northern Manitoba to Por- 
cupine. These groups, which are in the vicinity of pre- 
sently producing properties and base metal prospects, 
warrant re-survey by modern geophysical methods. 


Despite the tonnage potential indicated by drilling 
the copper and nickel prospect near Port Arthur, the 
grade of mineralization and the low recovery of the 
platinum-palladium content, suggested by preliminary 
metallurgical test work, indicate the deposit to be un- 
economic. However, some additional geophysical work 
is underway on the north portion of the claim group. The 
majority of the claims are being maintained in good 
standing. 


QUEBEC 


Gunnex continued its 25 per cent interest in the Icon 
Syndicate in 1964. The Syndicate activities were con- 
centrated in the Chibougamau area of Quebec and in- 
volved three aerial surveys, the staking of a number of 
claim groups to cover the more important anomalies 
followed by geophysical surveys and limited diamond 
drilling. Interesting copper values associated with these 
anomalies will require further testing in 1965. 


THE MARITIMES 


The field office in Truro, Nova Scotia, was closed at 
the end of the 1964 field season, but several claim groups 
have been retained. One group of 8 claims in New 
Brunswick was staked following a reconnaissance geo- ~ 
chemical survey, and geophysical work is planned for 
this group in 1965. 


UNITED STATES 


Detailed investigation of a number of mineral pros- ™ 
pects in the Western United States is underway, and 
preliminary arrangements have been completed for an 
option on a copper property. This has been the result 
of an extensive program of evaluation carried out in late 
1963 and 1964. 


INTERNATIONAL 


On June 1, 1964, Mining Explorations (Interna- 
tional) was established by Dr. Stanley W. Holmes to 
investigate known mineral deposits in Europe. The min- 
ing companies comprising this syndicate are Consolidated 


Mining and Smelting Company of Canada Limited, Union 
Corporation Limited and Gunnar Mining Limited. 


The Syndicate’s activities are concerned primarily 
with investigation and evaluation of ancient mining 
properties and mineral belts which, in the past, supported 
profitable operations. Numerous areas are now under 
study, using modern techniques of exploration. Negotia- 
tions for mineral rights are progressing favourably, and 
several interesting properties are now under option to 
the Syndicate. 


Construction 


The loss in the construction operations prior to 


soeee-clepreciation and taxes amounted to $7,037,000. Since 


under our law a company is unable to consolidate the 
earnings of its subsidiaries for tax purposes, it was 
necessary to pay income taxes of $447,000 on behalf of 


aa / the profitable McNamara subsidiaries, bringing the net 


loss, prior to depreciation, to $7,484,000. 


It has always been the practice of the McNamara 
companies to record full depreciation of its assets. In 
line with this, total depreciation of $2,332,000 was 
written during 1964, bringing net loss to $9,816,000. 


Major contributions to this loss came from a com- 
paratively few large projects in a few areas. As you are 
aware, the construction companies operate everywhere 
in Canada, in many parts of the United States, and have 
been active recently in such foreign countries as Colom- 
bia, Australia, Central America and the Caribbean. Com- 
petition in many of these areas has been keen and the 
availability of experienced senior manpower to operate 
on an economic and sound basis has been limited. In 
consequence of this and the experience suffered during 


1964, in recent months we have limited our participation 
in foreign projects and will continue to take them on a 
very selective basis. 


As to work in Canada, despite the great growth in 
the country’s construction volume, which will probably 
surpass nine billion dollars in 1965, competition has in 
the main continued keen. Recently the trend of con- 
struction prices has been upward and your Company 
confidently expects that it will obtain a great deal more 
work at considerably higher prices than was the case in 
the last two years. 


It is anticipated that there will be a slight drop in 
volume of work completed during 1965 as a result of 
your Company’s decision to take on work only at higher 
prices than has been the case recently. It is our strong 
belief that this reduction in volume will result in a great 
increase in net income due to the consequent ability of 
our senior people to apply their talents in their special 
fields. 


The organizational structure of the construction 
companies has been drastically altered and we believe 
strengthened to provide the most efficient management 
in all phases of the organization and the best use of our 
financial resources. Our assets in people, specialized 
knowledge and experience are strong, and our physical 
plant is sound. Labour relations are generally stable. 


The Marine division, which suffered from a drought 
in the market during 1964, expects to be active in 1965. 
The position of our supply companies has been and 
remains strong, and recently our subsidiary, Federal 
Equipment of Canada Limited, was selected as Ontario 
distributor for machinery manufactured by International 
Harvester, against competition from many other supply 
groups. 


Land and Buildings 


The 102 acres of industrial land at Sarnia, Ontario, 
acquired in 1961, were sold in July, 1964, at a satisfac- 
tory cash price. 


The Company purchased a new 14-storey building 
at 135 St. Clair Avenue West, in Toronto, resulting in 
centralization of the McNamara group of companies to- 
gether with Gunnar Mining at this new location. The 
Building was completely occupied prior to the end of 
the year. 


We are currently considering the development of a 
large office building on our property located at the corner 
of Bloor and Huntley streets in Toronto. 


Directors 


During the year Mr. George McNamara and Mr. 
John S. Proctor tendered their resignations as directors. 
We wish to acknowledge the great assistance given to 
the Company and subsidiary companies over the years 
by those gentlemen. The vacancies were filled by the 
appointment of Mr. Paul McNamara and Mr. T. P. 
O'Connor. Mr. George McNamara also resigned as 
president and director of McNamara Corporation and has 
been succeeded by Mr. Harold McNamara. 


Employees 


The directors wish to take this opportunity to thank 
the employees of the companies for their loyal co-opera- 
tion during the past year. 


At the annual and special meeting on May 21, the 
shareholders will be asked to approve an Incentive Stock 
Option Plan for employees of the Company and its sub- 
sidiaries, not including employees who are directors. 


Outlook 


The Company is in a strong position, particularly 
in view of the recent upward trend of construction prices 
almost everywhere, and it is with confidence that your 
directors face the future, despite the severe construction 
loss in 1964. 


: 3 3 A hac 
Our relationships with owners continue good and our | | 


record of performance on the construction field is second | 
to none. Our relationships with the banking community 
remain on a firm and friendly footing. We expect without 
doubt to be in a position to report a profit in 1965. This 
profit will be enhanced by the fact that we have a sizable 
loss carry-forward for income tax purposes that can be 
applied against taxable income. 


Our search for new mineral resources continues 
aggressively. 


On behalf of the Board, 


President. 


Toronto, Ontario, April 9, 1965. 


GUNNAR MINING 


El Piet = aE 
ASSETS 
CURRENT ASSETS 
Cashin) 2° '% "Ry Sera Oe ate 4k ee ee $ 268,390 
Investments, at cost 
Short-term bonds and notes (quoted market 
Wallon WO879 000) ...o.5esee ees ass 6,255,688 
Other marketable securities (quoted market 
value S4:54427 (000)p. 7. ee Mavens 3,470,599 
Accounts and notes receivable (Note) ......... 31,102,705 
Income ytaxessiecoverable (iets 967,095 
Advances to joint ventures................... 7,862,608 
Inventories, at the lower of cost and market .__. 7,484,816 
Contracts in progress, at the lower of cost and 
realizable value, less progress billings ___. 3,267,064 
INVESTMENT IN SECURITIES OF CAMERINA PETROLEUM 
CORPORATION, at cost 
Secured 3% notes in the principal amount of 
$3,000,000, and 357,543 shares of capital 
SUOCKS co) Se eee eat i aoe Ce Se re 
CAPITAL ASSETS, at cost 
Mining buildings, plant and equipment ......... — 
Construction and marine equipment........... 32,346,850 
ON OVE) CRU Pam ee ih 2 Stor ent. ake: | ee Pome are R«. 9,366,395 
41,713,245 
Less accumulated depreciation......—.—.—.... 29,948,251 
11,764,994 
Mining claims, properties and leases........... . — 
1101s | A On AL oh: yes, SOR Stn ms, ea, 705,862 
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AND 


$60,678,965 


3,000,000 


12,470,856 


$76,149,821 


SUBSIDIARIES 


1963 
Comparative 
Figures 


$ 202,399 


17,492,330 


3,748,633 
33,400,043 


7,530,035 
7.360.677 


3,111,422 
72,845,539 


3,000,000 


22,,126,390 
32,442,503 
6,349,452 
60,918,345 
52,428,678 
8,489,667 
1,156,726 
1,028,981 
10,675,374 
$86,520,913 


Wd Gols Sheet Se Renee ic ee dee 


LIABILITIES 
CURRENT LIABILITIES 
Bankeborrowings (Notes 99) -5-.-45...5.....- $35,238,353 
Accounts and notes payable and accrued charges . . 13,581,458 © 
LAX CSM ee Ae i Le Ae BG oN ee 111,425 
$48,931,236 
7% Mortgage payable in equal instalments of principal 
and interest ($168,100 annually) maturing 1989 1,994,969 
Minority interests in common share equities. ....... 230,355 
CAPITAL AND SURPLUS 
CAPITAL STOCK 
Authorized 
5,000,000 shares of $1 each par value 
Issued and fully paid 
ABGAMEOAGESGMALES: = 66) ee dsh fan mR pee es ws $ 4,341,649 
Add premium on shares,net.................. 8,113,031 
12,454,680 
Surplustcasmattachedss 9... se of ew Se: 12,538,581 
24,993,261 
Note: Bank borrowings are unsecured, except for an 
amount of $5,751,963 against which there has 
been assigned a receivable from a Provincial 
Government totalling a like amount. 
On behalf of the Board 
J. S. LaBINE, Director. 
H. McNAMARA, Director. 
$76,149,821 


1963 


- Comparative 


Figures 


$35,050,751 
12,930,387 
1,932,438 


49,913,576 


72,495 


4,341,649 
8,113,031 


12,454,680 


24,080,162 


36,534,842 


$86,520,913 
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GUNNAR MINING Shaw leat dE SD AGNSD VS USEESHIDTIWAGRMIEERS 


STATEMENT OF CONSOLIDATED INCOME 


FOR THE YEAR ENDED DECEMBER 31, 1964 


1963 
Comparative 
Figures 
Operating loss (income) before the undernoted items .........—..... $4,047,130 ($15,555,762) 
DEPKeCIa bony j=. ce aeege AM cee oe a. FES ae $2,510,170 5,072,988 
Financial expense, net of investment income ......... 664,117 122,963 
Miningerovalivctax.c . sie Beemer, me ee a 191,024 1,050,000 
EEXDlORAH ON a. Sapa oe ce © ee oe Bod Se es 537,348 629,107 
3,902,659 6,875,058 
Gain on disposal of capital assets, including $601,425 
arising from disposal of mine buildings, plant and 
COMMUTING IIa Peale A ES eG ME oP earn, 8, AL al 1,128,822 134,797 
PIT Tess oul 6,740,261 
Net loss (income) before income taxes ..................... 6,820,967 (8,815,501 ) 
INOCOMNS TELKSS wSoOwealolks Gale) a a he os dee we bee eb oe we 949,636 
Provision’ for income. taxes \ saa ee ot... Pea SR eee ee hw. 3,086, (095 
Net loss (income) before minority interests ............. 5,871,331 (5,428,796) 
Minority interests share of net income ......................... 52,276 2,439 


Net loss (income) transferred to surplus................... $5,923,607 ($ 5,426,357) 


GUNNAR MINING bar Meal ote, 5 EF ab MONDE S USE.SiiD Am DENS 


STATEMENT OF CONSOLIDATED SURPLUS 


FOR THE YEAR ENDED DECEMBER 31, 1964 


- ioes 
_ Comparative 
Figures 
Balance wamUatye sl OCA akg necaten ha Aas oe 6 5 oe Se $24,080,162 $30,340,111 
INGiglOSsm (icone) plLomthenycatane eye ee es = en 5,923,607 ( 9,426,357 ) 
18,156,555 35,766,468 
Mining claims, properties and leases written off ................ 1,156,720 
Excess cost of investments in subsidiaries over book value of net assets 
NGC GUC Cement PRP i Tint tea ee Se A I 8 119,605 7,344,657 
Dividend pal Geeve eters. < tig ere ae Pe vs. a Ae oR eee 4,341,649 4,341,649 
5,617,974 11,686,306 
Balances Decemberssle tOG4e. «kw Reo ee Ue a a $12,538,581 $24,080,162 


il 


AUDITORS’ REPORT 


(Under the Corporations Act — Ontario) 
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To the Shareholders, 
GUNNAR MINING LIMITED. 


We have examined the consolidated balance sheet 
of Gunnar Mining Limited And Subsidiaries as at Decem- 
ber 31, 1964 and the consolidated statements of income 
and surplus for the year ended on that date. Our ex- 
amination of the financial statements of Gunnar Mining 
Limited and those subsidiaries of which we are the 
auditors included a general review of the accounting 
procedures and such tests of accounting records and 
other supporting evidence as we considered necessary in 
the circumstances. We have relied on the report of the 
auditors who have examined the consolidated financial 
statements of McNamara Corporation Limited. 


In our opinion the accompanying consolidated 
balance sheet and consolidated statements of income and 
surplus present fairly on a consolidated basis the financial 


position of the companies as at December 31, 1964 and 


the results of their operations for the year ended on that 
date, in accordance with generally accepted accounting 
principles applied on a basis consistent with that of the 
preceding year. 


TOUCHE, ROSS, BAILEY & SMART, 
Chartered Accountants. 


Toronto, Ontario, March 30, 1965. 
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